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58 What arc everawards and overpayments?

Overawards

student's financial need.

Financial ad awards determined by the
school, hut not yet dishursed, that exceed a

(hverpayments
Financial aid funds dishursed to

a student that
exceed the student's financial need.

Where Overpayments and Overawards
Might Occur in Title IV Programs

Owverpayment = Dveraward =
Funds disbursed to Funds awarded [but not
students in excess vet dishursed) to students
of nead inmexcess of need

Federal Pell Grant ot Na

Program

Federal Campus-Based Vo5 Yas

Programs

Federal Direct Loan No Yes

Frogram

|
FFEL Program Na Yeag
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Checkpoint #1  Correcting Pell Grant Overpayments

A financial aid administrator at Varndell Academy miscalculates
Kevin's Pell award and disburses the funds to him. He has no more
disbursements this year. Circle the frue stalement(s),

(a)  The school must collect the funds from Kevin,

(by  'T'he school must repay the funds to their Pell account with ED
using their own funds, if necessary.

{¢)  Kevin is ineligible for turther Title 1V until the matter is
resolved.

Brandon includes erroneous information on his FAFSA, causing his
EFC to be lower than it should. By the time the FAA at Vamdell
Academy discovers this, the funds have already been disbursed to
Brandon. Circle the true starement(s).

(a)  The school must collect the funds rom Brandon,

(b}  The school must repay the funds o their Pell account with ED
using their own funds, if necessary.

(¢)  Brandon is ineligible for further Title IV until the matter is
resolved,




Checkpoint #1 - continued

3)

4}

Varndell Academy decides to resolve Brandon's overpayment by
repaving his debt to ED with school funds, and then collecting the
money from Brandon as an institutional debt. Circle the true
statement(s),

{a) Brandon no longer owes an overpayment.

(hy  Omce the school has repaid ET), Brandon is eligible for further
Title I'V, regardless of whether he has, in turn, repaid the
schoal,

ic) Brandon is not eligible for Title IV until he has repaid his
institutional debt.

The FAA at Varndell iz able to correct another student’s overpayment
by reducing her second disbursement. Cirele the true statement(s).

(a}  The school must cease disbursing any Title IV to the student
until the 2nd disbursement of Pell is made at the amount low
encugh to make up for the overpayment.

(b The school may continue to dishurse Title I'Y to the student,
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C_i $300 Campus-Based Overaward Threshold ™

* Schools are allowed a $300 averaward threshold.

*  Campus-based aid is the only Title IV with an overaward
threshold.

* The threshold counts ONLY IF an overaward occurs affer
campus-based aid has been awarded.

*  The threshold does not allow a school to deliberately award
campus-based aid in excess of a student's financial need,

—

<:_ o Correcting Campus-Based Overawards 2

R

———

Step 1: Begin with unsubsidized Stafford loans, Direct
unsubsidized leans, and/ar PLUS loans.

Step 2: Look at subsidized Stafford loons and Direct subsidized
loans.

Step 3: Recalculate need and adjust other aid over which the

school has contrel (like campus-based).




k‘ Checkpoint #2 - Correcting Campus-Based Overawards

James attends Hilliop Colfege. Hix need is $8,908. The school has
awarded him the folflowing package:

Pelf Grant £2. 700
FSEK 53,6000
Federal Perkins Loan 32,0010
Federal Work Study 31,200
TOTAL 58, 0

After the school packages hiv aid, James receives a $900 scholarship from
o youth organization.

1)  Has James been overawarded?
2)  How much is the overaward (if it exists)?
3} Repackage James's aid to correct the overaward:

Pell Grant

FSEOG

Federal Perkins Loan
Federal Work Study
Youth Scholarship
TOTAL

of o6 BA oA oh on




Checkpoint #3 - More Campus-Based Overawards

Muarilyn's need af a local cormmunity college is 34,700, Her award
package consists of the following:

Pell Grant 52,3001
FSEQG 8.2, 000}
T0TAL 4,300

13 What if Marilvn receives a merit scholarship of 5450. What must
the school do?

2)  What if her scholarship was for $700. What must the school do?

3) What if the scholarship was for 51,200, What must the school
do?

4)  What should the school do if Marilyn takes a job after class at a
health spa that is owned by a family friend?

5} Marilyn asks for a Federal Work Study job to make up her
remaining need of 5400, After she's been on the job for two
weeks, she receives a 3500 American Legion Award. What must
the school do?

It depends. If she has carned or more, then the 3500
scholarship creates an overaward beyond the 3300 threshold. The
schaoof mnst .
If she has carned on hrer FWS job, the

avergward is at or below $300. This means that the school
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How do vou i;_ieﬁtify amd correct Direct Loan and FFEL overawards?

Procedures for Direct Loan Adjustments

Dishurscnicit Adjusinents!

A dishursement adjustment is a retarn nf a portion of a dizbarsernen b tnn 120 days of the disbursement daze,
Exents that would crcate an divhussmnesad st mend inc lode:

= A dishursement armoant was cnterzd inenirectly and mosst be cormeciet,
" A reduetien in the snadont’s |'.‘|i$ji|'|i|if}' festills inoa dewrwanld 5||_|_|||'\,'Ir_|1:'r||_ 1o 1 dishursement.
{Moe: Scaeels are not required o make an adjustment 1 the loan has been disbursad.)
= A refurd is dueunder the Tile 1 selurd policy that s less then che Bl amount of the disborsemeant.

Uither than to correct a data error, if an ||ri3-',|r|:1||r|3_-_ seheel goests o disbursement downward, it retwims the nei ;|.;|j 15k -
meil amount |_I|'||‘.' armnuns received sack from the horeeer] koo its “tederal”™ accoune, Execss funds inwsl be returmed
to B[ Srandard origination and Optian | schools cetuen the ned gdiostment amount to ED. Optian 2 schoals iy use
the funds to disburse o anather cligitle haernwer. Al schocls send fismarsement adjustment records reflecting an
adjustment to EL. The borrower i3 responsible for baan fees and weerned interest anly on the toral adjusied
ameunt of the disbursement. 1f 2 borrower returns a gaction of @ dishiersement directly to ED wichin 1240 days
of the disburscment date, the horrovwer muost include with the goyment s letler that cxplains that the disharse-
moeol shauld b adjusted. 10 the borerower includes this letter, Dhe Borrawer will e responsible ooly for the loan
fees amd acerued interest on the adjusied amount of the disbnrsement. 1T oo ledter is ineluded, the borrower
will b responsible for the loan fees and acerued interest nn the enfire dishnrsement smount.

"Within 120 days of the dizhurscment date.
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Procedures for Direct Loan Cancellations and Payments on a Loan Balance

Dishursement Cancellntions'

A dishursement cance llation is the return ol the tmal dishursement enount reseived by the bornwer, by cither the schoal
or the horrower, within 124 dies al the disberscinent date. Events that would create o dicbarsemend canceiiation
inchuds:

«  The schood decermines thist e disbarsement shoald not have been made.

*  The borroaer regaests o caneellation.

s« The borrocaer eiucns o the selwool all funds that have been disbursed.

s There iz orefund due uoder e Tl 1% refund policy that would result ina retund of the el amoant dis-
biarsed.

An Option 2 sehon] rewrns cancelled funds o s * ledesl ™ aceount when the school determines or has knowledge that
an everl listed above has happened. Bxcess (nds ey 1o be retorned 10 B0 Standard and origination and Cption 1
wehonds serien the net carcellation amount K B, Cplion 2 schinols may use the fuads to disburze to another eligible
boreswer, All sehaols 2end disbursement aod gancellation records o the Direct Loan Servicing Centgr. FIY will cancel
n horerower's dishursement if dhe Berrower or Uie sehool retarns the full smount of a disborsement to BT within
1200 days of the disbursemend date. The borrower is mat respousible for lean fees amd meerued interest far a
caneelbed dishursement,

My menil of a Loan Balancc!

A paartial er woal dishursement returmned for any mewson, by either the scheal or the borrower, 121 days ur more il
the cale of the dishuraement doos nod reduce the Joan ancunt horrowes, Rather, the pavment iz aoplied Lo the
horroaver’ s aconint just lie any other rezular pavenent. When making a pavment, the school or borrower must sml
a chesk o F1 with the approprizte inGarmation reeded wo apply the amoant B che borrowwer’s secount, TL gz
receiving the check. applies the pavement wnean 1o late charges. collection fees, and oulstanding intenest befoae
ererditing it to the principal balunce. The borrewer is responsible for loan fees and acerued inlerest on the original
aminimt nf the han.

VoWinin 12N davs pf the dishursement dale.
“Aler the AD-daves cancellatior adiustment period
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SCENARIOS

Work in your groups to complete the following scenarios. Assume the
COA for each student attending Juckson Collepe is 54,000 and that his or
her EFC iv $i
|| Joshua plans to attend Jackson College. His subsidized loan for
1 54,000 is certified, but the loan proceeds have not vet been
received by the school. The aid administrator learns that Joshua
has just been awarded a full $4.000 scholarship from a
foundation. Is this an overaward or an overpayment?

What does the school need to do?

Arlene has an aid package for Jackson College as follows:

2 Pell Grant $2,000

FSE(M: %1,000
Subsidized Loan %1000
TOTAL 34.000

The subsidized loan proceeds have been received by the school, but not
vet delivered to Arlene, when she receives a 31,500 civic-club
scholarship. 1s this an overaward or an overpayment?

What will Arlene’s new financial aid package look like?




Bruce has an aid package to attend Jackson College as

3 C Tollows:

Pell Grant 51,000
FSEQ $1.000
FWS 51,000
Subsidized Stafford

Loan $1.000
TOTAL 54,000

The loan proceeds have been received by the school. The first
inxtallment of 5500 has been delivered to Bruce when be receives a

$700 scholarship.

Is this an overaward or an overpayment?

What will Bruce's new financial aid package look like!




a Resources

* Federal Student Financial Aid Handbook:
Federal Pell Grant Program Reference
Federal Campus-Based Programs Reference
Direct Loan and FFEL Programs Reference
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Answer

Checkpoint #1 — Pell Grant (verpayments

All three statements are broe,
A and C are true, but B is not.
A and B are true.

B is true.

Checkpaint #2 - Correcting Cuinpus-Bascd Chvernwards

Yes, it creates an overaward.

Fo00.

Pell Grant 52,700
FSEQOG §3,000
Perkins $1,100
EWS £1,200
Scholarship T M
TOTAL 58,900

Checkpoint #1  More Campus-Based Overawards

Naothing, since the scholarship only ereates a 550 overaward.

Nothing, since the scholarship only creates a 5300 overaward.

The school must reduce the FSEQG award by S804, since the scholarship
now creates an awarid hevond the threshold (350407,

The job is non-need based, so the school does not have to do anything.

If she has earned 5201 or wore, then the 5500 scholarship ereates an
averaward bevond the $300 threshold. The sehool must reduce her FSEQG.

If she has earned 5200 or less on her FWS job, the overaward is at or below
5300. This mcans the school does not have to take any action,

Scenarios

Overaward. The school must cancel the subsidized loan.

Overaward. The scheol must cancel and return the loan, and reduce
Arlene's FSTOM: by 5500,

theraward. The school must cancel Broce's second loan dishursement, and
reduce his campus-based award (either the FSEOG, the FWS, ora
combination) by 2.




